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COST ACCOUNTING INCREASES PROFITABLEWESS

K. Vinnichenko

/
* Learning production and Yinancial risulis of the work of shops and brigades
requires development of a system of planned technical and economic indexes and
norms, and the organizaticn of exact, timely accounting of their fulfillment.

The experience with shep and brigade cost acoounting at Depot Imemi Il'ich
of the Westein Railroad System showvs what large reserves ths enterpr;uos of the
railrosd systems poesess for reducing “reight costs.

The dopot ended 1947 with an operational overexpenditure of mors than ome
miilion rudbies. It was necessary to introduce cost accounting in the shops and
locomutive and repeir brigades to make the depct profitadle. The task was
aterted vith organizstion of intradepot technioal planning.

The 1948 dp;ot expenditure plan was distriputed among the shops with.
inorsased indexes. A quarterly work plan was established for each shop covering
teohnical and economic qualitative indexes, incremaed productivity of labor, wages
basdd cn wags-sosle tables, additional paymwents, bonuses, premiums, the wage
fund, the na‘ural norms and cost of fuel, electris power, matsrials and lubricerts.
Al) the financial indexes &re incorporated in the expenditures and cost plar.
Beside the quarterly plan, a specified amour of work correlated with the tasks
of the railircas systsm's technical plan ie assigned monthly and every 10 daye.
Yor ezemple, a schedule of locomotives unuer repair, acoording to locomotive
numbers and series, is plsced in repair shops, and a 10-day schedule for
delivery of locomntives is placed in servicing shops

The task for -he locomotive servicing shep is specified ia the plam in
terms of loocmotive mileage in all types of ee:vice, locamotive cperating
tiws in locomotive hours, and volume o1 work in kiluseter-tons of gross weight.
The technical and economic indexes cf the shon ohow the utilization of loco-
motives as to turnover and sveraze dally run, average operating speed excludirg
stops, average speed .ncluding stope, gross weight, percent of locamctives
in had repair, and norms for time spent om technical operations in ~quipping
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The.. shop's planned emcunt ‘of expenditure is determined each momth by
the actual locomotive milesge and the expenditure norme. Unproductive expenditurse

and between-trip locomotive repair have been eliminated. Rise in cost of repair
wvith an unfulfilled mileage norm reflects on th/e shop vwhichils at fault.

#pplication. of cost accounting in the shops apd brigedes revealed large
Intermal reserves, and ma* * possible a sharp reduction in cost of thé planned
work in 1948 over 1947, . st per locomotive-kilomoter in sll types of service
wa3 reduced 12.4 percent, the consumption norm and éost of fuel per 10,000
tonskilomoetera of gross weight; 13 percent, cost of equipping locomotives,

6 percent, and the cost of operating coal ¢ranes per omb ton of holsted fuel,
2 percent.

Losomotive: turnover time was 6.9 percent lower than in ‘1947 and lower
than the 1948 plen specified. The average daily run was increased 6.3 peraent,
and the average spesd excluding stops was incressed 5.k percent. Introducticm
of ‘brigade coet accuunting on locomotives had a groat effect on the fulfillment
of the qualitative indexes.

In--all series of lecomotivea in 1948, expemditures om overhauls wers
28.8 percent lower then in 1947, and on vashing, 32.2 percent lower.

: The condition of locomotives and the quality of repsir hnvs been improved.

: This "ie.shown by the fact that the run bhetwasn overhanls by passsnger Yocomotives
BEaCincreased 88uShperbent over 1947, by freight losomotives,: 27.5 percent, . and
by-sbunting losomotives 20.7 percent. Betwesn-trip repair hes been raduced,,
~Thers har not. besn oue ‘caseé of nondelivery of lovowotiven, ;,-ﬁ'hog,_ympmamx-fgr
loctdotives under depot repair was % percent over a periocd of 10 months as opposed
to the norm of 7 percent. -

Eleven overheuls were seved by the increase in runs between repaire. The

looomotives made additional rune amounting +o 13,200 locomotive-kilometers,
ané mors thar 260,000 rubles were saved.

Reduotionn of 1dle time in repair is cne of the résults of increasing the
volume of wark in a locomotive park. At Depot” imeni I1'ich, 1dle time of
losomctives in washing snd overhaul ie less than the planned norm.

Fast overhaul. un additionai source uf Jrofitableneas » 1s being ueed more
and more at the depot. - I

In Ostoder, the locomotive of Senior Engineer Sivakov vas repuired in 32
hours as against the norm of 84 hours. The repair cost vas 6,732 rublss
under estimate. The locomotive of Senior Inginear Lyutakov was repaired in
25 hours at a saving of 5,548 rutles, and the locomotive of Semior
Zaytsev was rspaired in 61 hours, saving 10,077 rubies. Idle time
vas decrsased 134 howzs cn these three loccmotives acne. In this time,
the losomotives did an additional 1,500,000 ton~kilometers of wvork, and
increased the insome of the deput 13,700 rubies.

For ovaluaticn of financial reaults, locomotives rspaired in the shops
are divided into two groups: (1) locomotives attached to the given depor,
and (2) locamotives of other depots of the systenm.

Locomotives attachod to the given dspot are divided into locomotives
vhich have fulfilled or overfulfillcd the run norms between repairs , and
locamctives which have not fulfilled these norms #ffough the fault of the
repair shope or the servicing shop, or for other reasons.

Expenditure norms of shops for repair of locomotives of cthaer depots

are estaplished in terms of repair according to series without regard for
rua fulfillment.

-2 -

CONPDERTIAL

B N ” g

" Sanitized Copy Approved for Release 201 1/07/18 : CIA-RDP80-00809A000600230244-6




ot v Bl i et Tatt . e

Sanitized Copy Approved for Release 2011/07/18 : CIA-RDP80-00809A000600230244-6

COMFIDENTIAL ]
The expenditurs norms for locamotives which have fulfilled or over-
fulfiiled the rin norms are based on the measurement of 1,000 locomotive-

kilameters. The better the technical sondition of locomoflvea ; the longer
their run, and therefare, ihe higher the planned revair cost.

If & lecomotive is repaired hefore the aet date of repalir through the
fault of the repair -shope, the planned cost is determined by the product of
the"experditurs norm for 1,000 locomotiva-kKilometers and the £ilf111ad rum.
The oversxpanditures on such locomotives reflect an the shove which have been
auilty of poor repair wark. :

The director of the depot personally approves ahead of time a list of
repaira for each locomotive, and determines the financial responsibility among
the shops. '

For estimation of each shcp's profite or loases, un dccount - of thke ‘q!!annocbi
wum for Vhe Bincant of fulfi1lled work is made and compared with the shop's . )
xperditures, inoluding In this sum only the exvenditures ‘of the given shop.
The results. of the wark of other shops -- rise in cost of production, snd
Sverconsumption of materisls snd spare parts: -- are not reflected. in the

work' indexes of the given shop.

-

v 151948, the entire locomotive park at Depot imeni IL'ich was cenverted,

to cost ecgounting. - All éxpendituves of the ssrvicing shop wore apportioned .
" ameng the lcocmotives . ~From momth to menth the humber of unprofitatie locomotives

has decresssd, ‘end the total saving hes increseed. Locomotives operating on

& codt-2ocotuting basis in 1947 mads possible a saving of 121,TO0 rubles for

the J;;r, und the savirg wvas 681,400 rubles, or mcre thiun {ive times as great

in 2948,

b2side the expenditure saving in repair work, thers was a great eaving in
fuel consumption. The depot was 6.7 percent aver the norm for fuel
consumpiion in 1947, and there was a saving of more than 500,000 rubles af+er
pPayments of honuses during 10 monthe of 1948. Thus, the locomotives and
repair brigades of Depot imeni Il'ich operating on a cost-accounting basis have
effected a saving of 1,400,000 rubles in operation of locamotives, alone. In
the 1948. plan the locomotive repair norms were 1C percent lower than in

" 1947, and the fuel norms 12 percent lower.

Honthly checking of the results of the work exposmsd the lagging brigades,
ssctions, and locumotives wiich d41d not ouserve the norms and which over-
consumsd resources. Placards indicating advanced and lagging shop3, loco-
motives, and lxigades, the daily schedules (planerk:), monthly productiom
msetings in the shops, raciprocal verification of agreements of socialistic
cupetition, and news bulletins are scme of the varied typea or public contrel.

The experience of aivanced workers is revealing tremendous cost-reduction
reserves. The locomitive of Senior XEngineer Vorob'yev made a run of 95,000
kilometars betwesn overhauis saving 18,000 rublea and 107 tome of fuel, and the
brigades of SBenicr Eugineer Yeremin mad. 4t possible to save 15,600 rubles and
166 toms of fael on repair.

Improvement in the oparation of the depot’'s locomutive park is reducing
the cost of the system's freight and rassenger vervice as a whole by increasing
train ‘speed end weight, accelerating railrsag-car turn-ver , and improving
the work of locimotives in chunting. Prelimnery totals of 1948 show that
izprovessnt in the oprration of the locomotive park of Depot imeni T1'ich
saved the Western Railrcad Systesm apprcximately 7 million r ,)es over and above
the plan. Of this amcurt, 3.435,000 rubies showed 4n the depe’ s Lalance for
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Tke following 1s th_e distribution of profit a.nd‘uaving_ in the d_epot'g balance: ‘
1. Deducted by the State, 1 November, 2,016,000 ruble‘s .
2. Pald ‘out in operating sxpenéitures from the savings account
2. Borus to depot engineera and technical wovkera, 256,000 rublu.

b. Bonus to brigades and workers of the repair shops for high-quality
repair work, 312,000 rubles. Of this amount, 98,000 was above plan.

¢. Bonua to lrcomotive brigades for fuel eccmomy » 981,000 rubles.

d. Bonus for saving by cost accounting on locomotives coming out of
overhaul : ’ .

(1) to locomotive brigades 65,000 rubles.
{2) to rep4ir brigades, 19,000 rubles,

3. Total paid out in bonuses from the saving made at the depot, 1,419,000
mblu.

R I.n 19&8 Dapot imeni Il'ich woe awarded ‘he Red Banner thrae times, and
31nn a finsnelal bonus of 250,000 rubles for pre-sminence in the All-Union
ao..ialutio cmpetition.

In addition to this, at the end of the year more than 320,000 rubles will
be deducted for a director's furd and not leas than 350,000 rubles for payment
ol a bonus to railroud engineers for onurating without wrecks.

The depot's collective has overfulfillsd the 1948 plan according to all
indaxes, and fulifilled its obligation 2 months ahead of time to give the state
an socummlstion of £ million rubles over and above the pian. By the end of
the year, an additional saving over and ahove the plan of not lese than 500,000
rubles will have been accululated.

The depot cost-acccunting organization is favoraply reflected in the general
financial c¢ondition of the depot. A comparison of the depot's dbalance of 1
November 1947 and 1 November 1948 is sufficient prunf: Profits increased
1,500,000 rubles, overstocking was cut 200,000 rubles, liabilities were raduced
110,000 rubles, add a director's fand of 3?0 000 rubles will be established.

It 1s necessary to issue rsgulaticns to the sudbsidiery enterprises of
the railroad eyctems and the locomotive and repair planta concerning subsidiary
plarming and shop and btrigade cost accounting. These regulations wers worked
out in conforences of planning and finance workers as early as May end June,
tat to date neither the Cemtral Planning and Economics Section nor the Central
Finsnocs .Secticn has 1ssued them. Acceleration of the issue of these regulations
would be an effective sid to the subsidiary enterprises in tke drive for cost
reduction and profit increase.

Shop apd brigade workers vho make Javing possible, and work on & cost-
accounting basis, muat receive a matarial reward in the farm of a tonuo.
At present, only the locowotive and répair-shop drigales re ;dive & bonus.
fhe prodblam should be solved concerning a bonus fr the coal-crane brigades
and the ocasting, spring, vhesl and tire, and other .iop brigcdes.

The size of the tonus paid shop engineers and technical workers must be

differentiated according to the level attained in cost reduction in the s*ap.
The Main Adxinistration of Accownting of the Minlsiry o' Transportatiocn must
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z help ths ‘workers of  the enterpriau through' developing and igsauing & plen for

. _ the most rational syetem of trmmitting records .from shops. to the wemmtlng
o ‘,offioo c& the .depot,

s Ialnanne of meen 'progreuivo noxrms {8 performed very slowly; and mist be
; accelersted ; )
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